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SACRAMENTO UPDATE

Budget Conference Committee

Yesterday evening, the Budget Conference Committee reconvened after taking
Tuesday off because of the primary election. While the hearing only lasted about
two hours, the Committee did take action on two important issues of interest to the
County; Mandate Claims Funding and County Medi-Cal Administration.

Mandate Claims Funding. The Conference Committee reached a compromise
agreement and adopted the Senate’s version of the mandate claim payments. The
main features of the compromise include:

e $90.3 million to fund FY 2005-06 local government claims for reimbursements for
mandates which are subject to the Proposition 1A "fund or suspend” rule.

o $16.6 million for the estimated post-audit claims for the Peace Officers'
Procedural Bill of Rights (POBOR) for FY 2005-06 to avoid building up additional
liability for deferred POBOR claims.

» $83 million in FY 2006-07 for the first installment of the 15-year repayment of
deferred mandate claims incurred prior to FY 2004-05 for local governments.

» $44 million to recognize anticipated offsetting savings from the recoupment of
past overpayments of mandate claims identified by the State Controller's Office.
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» Budget Trailer Bill language to clarify when costs for newly-determined mandates

- become payable and for the Commission on State Mandates to reconsider the

1984 and 1992 decisions that the Workers' Compensation cancer presumptions

for firefighters and peace officers constitute reimbursable mandates in: light of

recent judicial precedent, commission decisions and modifications in the

Workers’ Compensation law. This language would not have any effect on

firefighters' and peace officers' rights to the presumption or to benefits. The

Budget Bill language also specifies payment of interest at the statutory rate

based on a recent court decision regarding mandate claims by San Diego and
Orange counties which might have resulted in a higher interest rate.

In comparison with the Governor's May Revision proposal, the Senate’s adopted
version reduces the overall funding for mandate reimbursement from $265.8 million to
$145.8 million. The major differences are attributable to the Senate’s rejection of the
Administration’s proposal to pre-repay $83 million to local governments for the second
instalilment for deferred mandate claims incurred prior to FY 2004-05, a $44 million
appropriation reduction for anticipated savings from audit recoupments, and a
$5.7 million reduction for newly identified mandate costs not included in the Senate’s
adopted version.

The Conference Committee actions exclude mandate payments for the AB 3632
Program which provides mental health services for special education students, and
mandate payments for education entities which will be addressed separately in the
State’s Mental Health and K-14 Education budgets.

County Medi-Cal Administration Funding. The Conference Committee adopted a
combined Senate Budget Bill and Assembly Trailer Bill language that indicates
legislative intent to link appropriate funding for county Medi-Cal administrative
operations, including annual cost of doing business adjustments with performance
measure standards.

Master Bill List

A roster containing the status of all bills of County interest is attached.

We will continue to keep you advised.
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